by Raymond Nossimbene and Donald G. Wooden-;

Producers’ Equipment—
Growth, Replacement, and Stock

THIS article presents newly developed information on pri-
vate producers’ durable equipment of value in analyzing the
postwar investmant expansion. From the new data it is
ible to spproximate: (1) the extert to which producers’
urable equipment purchases have been for replacement as
distingﬂshﬁum expausion, snd (2) the incresse in the
various types of producers’ durable equipment in use,  In-
formation was also developed o0 alternative ways of mansnr.
g capital consumption.

& results presented are tontative, in part because of the
azglumtury nature of the work and io Ehaﬁ;rt becanse of data
deficiencies ond conceptual difficulties that handicap statis-
tical measurement in this field.

Whila primary intersst is in tha postwar perind, much of
the analysis covers the years 1941-52. A broader perspec-
tive is gaiped in this manner; also, a5 will be cxplained later,
one of the major limitations of the =éatistical method wnder-
lying the estimates iz tharshy overcoma.

Grose and Net Purchases

Business nses of prodvcers’ durables mora thsn
doubled between 1946 and 1952, This incrense axiended to
X} mojor groups of el:&mgment- {table 1), Figh farm incemes
resitlted in & particwlaziy favorsble market for sgricultural
machinery and tractors; and the demand for motor vehigles
was specially stimulsted by the faet that henvy wartime
cutﬁnn}:s in produetion had given riee to a stubstantial
bacliog.

The estimaies included 1 the table cover gross private
purchages of producers’ durable equipment. Government

es of eguipment, which were substantisl during
orld War II, are excluded; also axcluded are postwar
private purchages of povernment surplus equipment.

In the following sections an sttempt 13 mode o measure
the portion of pnvats purchases of newly produced equip-
ment that is for replacement and the portion that represents
additions to the stock of capital aquipment.

Measures of capital consumption

It iz postomary business practice to prorate the original
cost of & depreciable asset over its useful life. This alloca-
tion takes the form of & depreciation chorge to expense and
is reflected in the net income of tha accounting period,  The
snnual deprecintion charge is thus a measure of use in that
it provides ¢ rough estimate of the portion of serviee life in
existing equipment that hos been used up doring ihe period.
The net volue of an asset (3. e., original cost less cumulative
depreciation) s & measure of the remaining serviee life,

iscards are an alternative mensure of use, An asset 13
aszumed te remain as new until discarded, at which time 1ts
eost is completely writton off. This nssumption provides a
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ussful basis jor maling estimntes of short-term replacement
requiremeanta and chonges in capacity. The cstimotes are
necessarily approximations since the older machines in use
do not perform ae well as new onca, But generaily spenkmﬁ_
the dizeard method sheuld 'anvide. beitar estimates o
replacement requirements and chonges in capacily than
does the deprociation method.

Private Purchases of Pro-
ducers’ Durable Equipment

Dollar purchosas of squipmant rose
sharply in the postwar periad
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For exnmpls, suppose that a manufacturer hae purchased
10 new trucks with a useful life of 5 yeara. These tracks will
be depreciated every year but discarded only at the and of 5
years. Thus, the discards would be a better mensure of
annual replacerent requirements than depreciation, A simi-
lar Mystration holds with respect to atocks of equipment in
uze. In the sxemple given, at the end of £ years the 10
trucks would hove o deprecinted asset value of only one-fifth
of their original cost, The capital stock would be mensured
ag the equivalent of 2 new trucks by the daprecistion iﬁ-
proach, as contrasted with 10 tracks by the discard approach.
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Thus, while i thi= exampla the discerd approach somewhat
oversiates effective capacity in the second perjod as compared
witlh: the first, the error is considerably lege thon the relative
understatement of effective capaciiy suggested by =
mensurement based upon the dspreciniion spproach.
Business accounting data on depreciation and discards of
Ernduoerﬂ' durable equipmant are not compiled on & compro-
ensive basis in the United Siates. In the present report
deprecintion and discards were ealeulated by np}:lymf mati-
mates of average vzeful lifs to dats on purchases of producers’
dureblez. In colonlating depreciation charges, the straight
ling method wns used. th deprecistion and discards were
cajeulated in terms of originel cost as welt as in current prices.!
Seme of the Emitations of the estimates which stern from
thesa procedures must be emphasized since they bave an im-
portant bearing on the interpretation of the data.

Conversion to current dollars

Qriginal cost is the usually accepted base for messuring
depreciation in accounting practice. However, other bases
are alse useful in economic apalysis, For instancs, in esti-
mating the portion of producer durable cutput that is for ro-
placement purposes, it is more menningful to value both da-
preciafion and gross ndditions on the same cost basis; in thie
ztndy, carvent year cost is used. éﬂy ¢urTent year eost is
meant the cost actually preveiling during the year in gues-
tion. In thie study, for example, a current year cost was de-
veloped for each of the 11 years covered.)

Table 1.~Frivats Purchanes; of Froducers' Dorable Equipment,
Todl-521
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ouly one will be singled out for comment, as being particularly
relavant in tha present connection. .
Crvor the long run, price indexes tend to ovarstate effective
rice incresses and understate price decrenses because they
gn pot take full account of the imprevemonts in the ciunhty
of the product the prices of which they measure. In the
instance of producers' durables, quality improvements are,
enerally spealing, taken into account to the extent that
%hay are reflacied n increnzed costs of producing the eguip-
ment; generslly speaking, na account is taken of quality
ymprevements wkich are not reflected in incremsed costs.
uslity improvemeots are of particular importance in the
case of producers’ durables, where technelogical progress is
especially prominent. Dlaprecintien sharges convertad to a
earrent dollar besis tend therefore Lo be overstated; the
mndicated amount of preducers’ durable squipment that is
required for replacement purposes is too high ; and the amount
representing net inveatment is too low. Even though the
prezent sstimates cover only o decade, they are affected by
rice movements that have occurred over a considershl
onger peried because of the life apan of producers’ durable

sgurpanent,
Straight line depreciation

Depreciation may be allocated by sny of several methods.
In this study, the straipht line mathod wasused. Equipment
for example, with a uaseful life of 5 years was deprecisn
ot tha rata of 20 percont 8 year on its cost for 5 years,

The straicht ine method iz perhaps the one most frequantly
used in industry. Other methods are used to somn extent.
In tho serviee ovtpué mathod, the depreciation ch varies
with produstion. A third methed employe & fixed rate of
depreciation on the net seset valua of the equipment (. e.,
original cost leas acerusd deprecintion).

he straight-line method tends fo underestimate tha use
derived from equipment i ita enrly Fesrs and overestimate
the uze obtained in later years. In other words, new equi
ment tends o be vsed more then old equipment because it is
theaper to operate. If depreciatinn is measured #n o straight-
Xina [z in » stationary economy, these two factors offset
ench otber. But in an expending economy the method
understates the rate at which preductive services that are
embodied in the stock of capital eguipment ars heing used wp.

Average useful life

Among the most sericus mitations of the present estimales
is the assumption that had to be made regarding the sveraps
ueaful life of the various types of producers' durable aquip-
ment.  The only comprehensive information relating to this
zubject that is pow available iz the averaga useful hvee su

ested by the Buresn of Internal Revenue (BIR} as o guide

or caleulafing depreciation for tax purposes; the present
estimntes rely ¥ on this source. ~ To the extent that the
BIR life periods depart from meiual sconomie useful life th
estimates prezented in this report must be qualified. :

It s difficult t0 appreiss the extent to which actusl useful
life spans depart from ihe BIR averages and the direction of
the depariures. A stody of eemponents of the transporia-
tion eqluipment group for which lf}:ursical gtock data were
availabls indientad that the aotunl life span excoeded the hife
sugpeated by the BIR. Consequently, the BIR-bosed esti-
mates of copitel consumption for these §ypes of equipment,
whirh are mcorporaied io this roport, are too high es &
mepsura of economic use.  (And the nssociated meazvres of
capital stock which will be intreduced later are too low.)
It g felt, howerer, that this bios i not vypieal of praducers’



14 SURVEY OF CURRENT BUSINESS

durable equipment s 8 whola becawse of spevial iactors
present in bransportatbon equipment.

Time pattern of discards

The foregoing discussion, relating primarily to deprecin-
tion, appiies \glgth at least aqual ffma to t.hg estimates of
diseards. For discards, the allocation problem is more acuia
becanse actual discards may differ widely from caleulated
diseards based on average life sxpectancy sven though the
expectancics m:%' ke approximately corvect.

e useful life estimates of the BIR mrs average life
expectencies for specilic categories of equipment.” The
actusl wseiul fifs for specific units incleded in a ziven categor
werigs. In this study, the BIR avernges were used n
detail; however, no ettempt was made to estimate dispeasion
patieros around each of the BIR avernges, From prelimi-
Bary tests it would appear that the statistical summaries for
depreciation are substantially the same for the average
methad as for the dispersion method. The discard esti-
mates, however, may difter apprevighly in some yemrs.
- A much more imporiant limitation of the discard estimates
gteme from the fact that the estimating proceduresanderdying
this study could not make tllowances for the well-known faet
thet dizcards were postponed during the war perigd, when it
was difficult to replace aguipment, into the postwar pericd
when new equipment again became available. For this
resson the discerd estimaies that were developed are used

Fable 2—Calculated Depreciation on Stock of Froducers® Durahles,
1042=f2, at Corvent Cost and Oviginal Cost
Troprec|otion
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only for the war and postwar years combined, on the sssump-
tion that the abnormal movements concelled out over the

iod as a whole. assupbion i& copmistent with the
g:?a relating to the transportation sguipment group to which
reference has been made.

Depreciation at original and current cost

The depreciation charge to expenss is an allowance for the
wearing cut of assete during the accounting period.  If prices
are smﬁla, it not only spreads the original cost of the niset
over its usefud life but also provides & measure of the funds
reqiired to maintain the real value of capital, subject to the
limitations of the straight line method slready noted. In
times of price sdvance, the da%rauiutiun chuige on sn original
cost basis performs enly the first funciion; 1ts reinvesiment
will not be sufficient t0 maintain the real net asset value or
stock of future service life of equipment.

The difference between depreciation at original cost ond
depreciation at current eost is ip the nature of a depreciation
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ralustion sdjustment. This valuation adjuetment, when
added to depracittion at original cost, provides so estimsate
of depreciation on a cwrent replacement cost basis. The
deprovintion valuafion adjustment would in principle be &
desirable addition to patioral income accounting, Lack of
comprehensive data for & sufficiently long period a6 well as
a desire to axplore further the problem of quality changs and
the other problems ir ﬂs;bitgagg deprecistion thas have been
noted, have prevented if= in

wetion thus far,

Producers’ Durable Equipment
Depreciation and Discards

Ratio of Current to Oniginal Cost
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Subject to the earlier qualifications with respest to quality
improvemeni, average lives, and usa of straight line depre-
ciation, table 2 shows thet depreciation of producers’ dur-
ables on & current cost basis has exceeded depreciatinn on
an original cost basis by about 20 to 25 percent during the
postwar pericd. At frai glaoce, this diference mny appesr
small in view of the increnses in the price indexes
during the postwar peried. Two points should be mentioned
in this connection. First, and most important, is the fact
thet the posiwar base on which depreciation is computed con-
tains substantial amounts of equipment purchased at the
higher postwar prices.

%ewn‘ dly, the depreciation charges shown here are com-
pisite averages for sll equipmert. For equprpent depre-
cinted over a relatively long period, the ratio of carrent cost

to original cost will he higher t the aversze; for eguip-
ment depracisted over g relatively short period of life the
ratio will be lower.

For the war years 1942-45, the current cost bosis of de-
preciation exceeded oripinal cost by about 15 percent. The
war year ratioa reflect the sffects of the price increases which
ooeurrad between 1932 and the beginning of tha war.

Gross purchases and depreciation

Depreciation on producers’ durgbles in uge when sompared
with purchases of producers’ durables provides & mensure of
the portion of new equipment which is for replacement. In
current eoste, about 60 peresnt of postwar purchases of
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producers’ durables wes for replacement of service life nsed
up during ihe year. As can be seen from the following table,
the postwar replacement ratio was lowest in 1047, and hes
- 7isen to almost three-quarters of gross purchases in the past
Cor.
5 During the war years, use ewceeded replacement for
privately owned producers’ durables. Service life used up
during the yearz 134244 was about 20 percent in exeess of
purchases for the sarme years. Inelusion of government
purchases would, of courss, greatly change the wartime
Pictare, gince & lﬂ,rge part of governmend financed purchaces
of squipment during World” War 11 were owned by the
Government. Subsequently, a cobpsiderable part of the
government ownad equipment was sold to private companies
and thuis eventually became a part of privately owned
wﬁpmﬂnt. . .
sagured in terms of current dollars, about two-thirds of
purchases were for replacement of service life used up during
the period 1942-52% It may be of somo intarest to compare
thie overnll mtio with o gimilar ratio of originel cost depre-
clation to cwirent dellar purchases. The onginal cost retio
for the 11-vear period is substantially lower—55 parcent.,

Discards at original and current cost

_The ratio of discords valued at current cost to tha same
discards valued nt origingl cost is shown by the upper line
of the second chart. This ratic provides o cemparizon of

Takle 3.—FProducers* Durables: Purchases and Cateulatcd Depresia-
ton om Stocks of Producers’ Dursbles, at Coreent Gost, 1942=-55
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the current cost of replacing worn-out equipment. with its
origingl cost, The exeesz epst of replacing equipment rose
steadily after 1945, from about 20 percent over originel cost
in 1946 to more than &0 percent over original cost in 1951.
Iuhigﬁﬂ the ratic of current to originsl cost declined sorne-
what.

It will be noted from the chart that the cost ratios for
dizcarde are substantially higher than the similer cost ratios
for depreciation. The origina! cost discards relata to the
coat ac}mpment- at time of purchase. The life span of
producers’ durables varies conziderably; the average lifs span
iz about 15 years. The depreciation estimates, on tha other

nd, are based on the cost of the full stock of equipment in
nze pnd thus inelude large amounts of equipment purchaszed
in the poatwar period at risng prices. :

Gross purchases and discards

Ae has been eaxplained, the stetistical method
underlying this report does not lend itself to estimates of
discamds on sn snnusl basis which take account of the fact

T la 1 L hon both and deprosint
ulzﬂhwptmm mwllﬁ‘hﬂ purchases osntion ki tha pocicd
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that discards of equipment were posiponed durimg the war,
when 1t was difficult to replace equipment, into the postyrar
period, when new equipment again bacame available. Hence
the dollar discnrd fizures are given only for the peried
1042-52 a3 g whole.

Private Producers’ Durable
Equipment

Purchoses, Depreciation, ond Discards,
1942 through 1952
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It is estimated that during the period 194252 total dis-
gards of preducers’ durable equipment were about $67 billion
in current dellers. Durihg the some period, parehases of
producers’ darables tetaled $145 billion. Thus, about 46
percant or soinewhat less than one-lslf of new purchasss of
produeers’ dureblea was for replacement of discarded
eguipment.?

I¢ may be of interest to note that if the comparison with
purchages bad been made using diseards ot origingl cost in-
stead of enrrent cost, o substantially different result would be
obtained, As can be seen from the third chart, discards
valued ot originel cost are only about two-thirds of their
valve in current dellars.

Gross purchases, depreciation, and discards
In thie chart the eplient points devaloped so for are sum-

mavized. The chart indicates that in a tod of xisi

prices such a5 hae prevailed in the United gt.a,tes over & rel-
atively long period, mensures of capitel consumption ex-
pressed in terms of eriginal cost fall short of corresponding
mensures expressed in terms of current replacement cost by use
of available price indexes. The extent of the divergence is
much larger for discards than for depreciation. The differ-
epce batween originnl and current cost dizeards reflects tha
full price rise that has occurred over the avemge life time of
the egquipment thet expires. The difference between orig-
innl cost and ecurrent enst deprecintion charpes is rmuch

3. Thomtin 1% praotically the sarse whon bads purchains pod decards Tor th rod
whok nra put 0N 4 pommon coneant prics Bosle, . ‘u pore Be 8
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smaller, because it includes deprocintion not only on ex-

iring aquipment, but on all types of equipment in use,
meluding recently purchased equipment. - L

The chart alsc shows that the messures of depreciation
teve exeeeded considerably the corresponding messures of
diseards in the period 1942-52. This is the Tesult of the large
capital expansion that has sceurred during the period. Whan
a4 new ﬂEim of aquipment is added to the capital stock & Em
rate addition is made to nonual depreciation charges, but
discards ore incvessed only st o future point of tims, the dis-
tance of which depends on the lifatime of the new piece of
equipment. Az 5 consequence, in a period of sxpansion in
tha E;ﬂlcﬂl; of capital, snnusl deprecintion charges will axceed
annu .

Percent Increase in Private
Stocks of Producers’
Durables
End of 1941 10 End of 1952

(MEASURED IN CONSTANT {1947} DOLLARS)
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It is interesting to note that because of this latter fagtor
original sost depraciation was more than suflicient to cover
the current cost of repiacing equipment discarded during the
period. On the other hand, eriginal cost depreciation fell
short of deprecistion at current cost and thus by itself would
have been insufficiens to meintain the future serviee life of
equipment as calculated in this report. Each of these com-
parisons has its own signifieance. e gomparison of origingl
eost deprecintion and current cost discards indicates the
extent to which cwrrent replacements might be met by
depreciation charges and is especially relovant to problems of
capacity, . The comparison of origi gnd current cost
depreciation focuses on the current cost of using equipment

‘of pet stocks to

* Table 4. Indexes of Stocks of Producers’ Duarable
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and is therefore particularly relevant to cost, income, and
real wealth problems.

Changes in Stocks

By expressing pwrcheses and caleulated discards in terms
of constant {1 9-17? dollars and deducting evmulative discardes
from cumuistive purchases, it was possible to enleulate
year-end figures of the physical volume of gross stecks of
producers’ dursbla equipment. Corresponding figures on
net stocls were caleulated by deducting secrued deprecintion
from gross stocks, nlso expressed in constant dollars. -

Gross and net stocks

Indexes based upon these estimates are presented im the
following tabulation for the cai'mrs 1941 1952, together
with an index of the physical volume of produciion arising
in the private economy.*

Thﬂl%inmit.ntiqns of the estimates mentioned in the emlier
discuzeion of depreciation and discards sl(,‘ipaly with perhaps
more force to the astimates of ¢apital atocks.

As can be secn from table ¢ gross physieal stocks of pro-
dueers’ durnble equipment (eXpressed in constant 1947 prices)
rose by more thon four-fifths from 1941 to 1952. Over the
snme period net stocks more than doubled.

larger incranse of net stocis (implying a higher retio
stocks) is due to the fact that as a2
recult of the high voluma of postwor investmant the sverage
age of the cepital stock wis lower i 1952 thon in 1941,

uipment, and
wm Groas Prodaot in Comatant (1947 Dollars, 1941 and
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The detail underlying the eatimates indicates that equip-
ment of an average age of up to 5 years, which had consti-
tuted less than two-Bifths of the atock in the prewar Tear
accountsd for about ene-half of it in 1952, Eguipment of
an aversye nge of 5 bo 10 years, which had constituted about
15 percent of the steck in 1041, aecounted for about 20
parcent of the total in the later year, Offsetting shifts
occurred in the relative importance of eguipment of an age
of 10 vears or more. ) i

These changes in the sge distribution were due mainly to
the fuck that s lurfa volume of new investment has decreased
the averaga age of most major types of equipmant in stock;
changes in the relative importance of enuipment of vrricus
avernze life times had little infivence on the results.

Stock of equipment and national product

When gross stocks of producers’ durable equipment are
related to the volume of prodeetion originatng n the private
sCOMOTLY, it appents that the ratio of capitel equipment to
outpuk was bighey in 1952 than it was in 1941, The absolute

¢ les 1w
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Gowarnmint’s mifbaitict to Troas Toubonal pedoc, B axciidid becrzas the duth oo pm-
dorees* durnbihe Squiricdnt drd Fetirited fo Gk privote SNHOIF.

(Cortinued on page 24)
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percen, distributien in recent years is estimnted to have
been as follows: :

IR0 TREF 1947

[Fereent]
Retaid trada_ o miemiimmmmmmuea 44 a0 k1]
VAT e s mmm s nam s imman . ammm ——————— 21 21 a1}
ManvfRetumng _____ e a o _.aa 11 18 15
Wholarale Bl e e e e e 4 0 11

Oty lodustries .o o oo i maisac-usssamssas 1O 13 14

The major changes in this distribution over the past decads
have been in manufasturing and o trade. The great war-
tima expansion in manufacturing activity was lorgely in the
production of defensz and other nonconsumer goods, snd
was therefore not reflected proportionately in retail trade.
In addition, the Inbor shortoge and the draft brought =
decresse between 1940 and 1945 in the number of small retail
enterprises such s are liltk:liiv to rent their premises. Since
the war, the number of retailers has decli further relative
o the aumber of firms in industry penerally, and the average
siza of retail enterprises as measurad by sales haz shown a
large increase.

Personal londlords

It iz estimated that nearly two-thirds of all business rents
are paid $0 persons (including proprietors of wnincor ted
businesses other then real estate enterprizes). The Irsction
was somewhat lower in 1920-38, when it renged from one-

June 1953

half in 1932 to abont three-fifths later in the decade.  Fluctu-
ations have probably been due in part to actual tromsfers of
rental property between the business and personcl sectors,
and in part to the marpinal rentabilicy of many of the
personnl holdings. :

Pareons’ total reccipts shown in table 8 include royalties
as well as rents. The royeliy component represents groas
income from paients, co ts, and mineral and other
laxds lepsed on a ruya.]siiy‘ B8, Lile the rent eornponent,
it ia palﬂ-::;]lat-ad indirectly and is subject to a considerable

erTor.

Parzonal net rent and royalty income after expenses seems
to have increased sharply after the war, passing ite pre-
dapreesion level for the first time in 1946. Betwesn 1946
and 1950 the rate of rise gradually tapered off; teniative
estimates for 1951 and 1952, however, indicate o continued
“Ta the depression of the 1030" * net sondwellin

@ ion of the B, ns' net oondw
rents declined more than twn-tbirg:m Subseguent reoovarg
was delayed and Emited by rizsing coet prices; at the end of
the prewar period, such property was yielding in agaregate
little more t half the net returmn it had produced in 1925,
After suhstantial gains in 1942, persons’ net nondwelling
rents rose only modergtely during the wer. Their postwar
advance, however, had earriad them 50 agament ahove 1929,
by the end of the period covered in tabie 6. In general,
these finctuntions have been similar o thoze in persons’ nst
income from rental hovsing.

Producers’ Equipment—Growth, Replacement, and Stock
{Continuad from page 16)

figures indicats that stocks were in the neighborbood of five-
tenths of total ouiput in 1041, In 19563 this ratio was about
giz-tenths. A shift in the same direction is indicated in the
ratio of net stocks to ontput. . o
In the er interpretation of thess ghifts, allowance
should be made for the degres to which the stock of equip-
ment was yiilized in the 2 years. Unforbunately, there ia
little guantitative evidence bearing on this point. It spams
apparent thai productive capacity was not fully uiilised in
1941. In 1952 the ceonomy opernded atlevels much closer to
eapacity as far a5 the utilization of manposer is concerned.
However, in ceitain segmrents of it s substantiol pach of the
stoch of equipment may not have been used.  This was prob-
ably true of defense industries in which the post-Eorean
defense program provided standby capacity, bué may have
applied tlso in some degree to other industries.
TInformation on capital-output ratios prior to 1841 would
further aig in the evpluation of the data that have been pre-
gented. Estimates of the stock of proaducers’ dursble equip-
ment siri compareble $0 those shown in this report are
not available for yesrs before 1841, and the datn on gross
preduct prior to 1929 are suebject to considersble error. On
the basiz of existing evidence, however, it would appear, that
the current ratio of net atocks to ouiput is about the same
B8 in the prasperous yaars of tha 1820'5. The net stocks to
output ratio was lewer before the war as a resuit of the
relatively emall cquipment purchases during the thirtics.

Changes in product composition

The fourth chart ghews the percantage increase in the total
stock of producers’ dursble equipment from 1941 to 1952

- disproportionate rise.

broken down by mnjm;ntgpas of producis. The data are

iven boih on s gross on a net stock basis. On both

ases the machinery g'm‘tf 8E & whols inereased more then
the total capital siocl. Transporiation equipment and the
miscellaneous “other aquipment” proup, which includes
furnitwre and fixtures, instruments, ete., ineressed less.
Within the machinery group both agricultural machinery
and tractors end nonapricultural mnﬁn shared in the
) e relatively smoll increase of the
framaporiation grm:ﬁ wag dus entmely to {rsnsportation
oquipment other than motor vehicles. Maotor vehislas
showed & larger than average rise,

Transportation equipment, other than motor rehicles,
conaists mostly of railread equipment and ships. Substen-
tial amounts of new railroad equipmefnt weare purchassd in
recent years as part of the industry’s medernization program.
This was accompanied by heavy sernipplng of old equipment.
Productive capacity has undoubtediy expanded more than
sugﬁ;,ed by the stock gormparisons summarized in the chayt.
Az been noted earlier, theze comparisons cannot take
full account of gquality improveraents, Nor can they take
into aceount the more effective use of rolling steck in the
industry.

It can be seen from the chart that for most groups net
stocks have increased foster than gross sbocks, indicating
that the average age of the major types of capiial equipment
is lower currently thon in 1941, e only apparant exesp-
{ion iz the mwoter vehicles group where the percentaze -
freases in net and g stocks are ahout the sames, Statis-
{ics] estimating problsms in this ares are particularly difficult
and this result should therefors be interpratad with caution.



